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the latest date on which any of the un-
derlying loans entered repayment sta-
tus and includes any subsequent month
in which the consolidated loan is in re-
payment status.

(3) Collapsed loans. A collapsed loan is
two or more qualified education loans
of a single taxpayer that constitute a
single qualified education loan for loan
servicing purposes and for which the
lender or servicer does not separately
account. For a collapsed loan, the 60-
month period described in paragraph
(e)(1) of this section begins on the lat-
est date on which any of the under-
lying loans entered repayment status
and includes any subsequent month in
which any of the underlying loans is in
repayment status.

(4) Examples. The following examples
illustrate the rules of this paragraph
(@:

Example 1. Refinancing. Student P obtains a
qualified education loan to pay for an under-
graduate degree at an eligible educational
institution. After graduation, Student P is
required to make monthly interest payments
on the loan beginning in January 2000. Stu-
dent P makes the required interest payments
for 15 months. In April 2001, Student P bor-
rows money from another lender exclusively
to repay the first qualified education loan.
The new loan requires interest payments to
start immediately. At the time Student P
must begin interest payments on the new
loan, which is a qualified education loan,
there are 45 months remaining of the origi-
nal 60-month period referred to in paragraph
(e)(1) of this section.

Example 2. Collapsed loans. To finance his
education, Student Q obtains four separate
qualified education loans from Lender R. The
loans enter repayment status, and their re-
spective 60-month periods described in para-
graph (e)(1) of this section begin, in July,
August, September, and December of 1999.
After all of Student Q’s loans have entered
repayment status, Lender R informs Student
Q that Lender R will transfer all four loans
to Lender S. Following the transfer, Lender
S treats the loans as a single loan for loan
servicing purposes. Lender S sends Student Q
a single statement that shows the total prin-
cipal and interest, and does not keep sepa-
rate records with respect to each loan. With
respect to the single collapsed loan, the 60-
month period described in paragraph (e)(1) of
this section begins in December 1999.

(J) Effective date. This section is ap-
plicable to interest due and paid on
qualified education loans after January
21, 1999, if paid before January 1, 2002.
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Taxpayers also may apply this section
to interest due and paid on qualified
education loans after December 31,
1997, but before January 21, 1999. This
section also applies to interest due and
paid on qualified education loans in a
taxable year beginning after December
31, 2010.

[T.D. 9125, 69 FR 25492, May 7, 2004]
SPECIAL DEDUCTIONS FOR CORPORATIONS

§1.241-1 Allowance of special deduc-
tions.

A corporation, in computing its tax-
able income, is allowed as deductions
the items specified in Part VIII (sec-
tion 242 and following), Subchapter B,
Chapter 1 of the Code, in addition to
the deductions provided in part VI (sec-
tion 161 and following) Subchapter B,
Chapter 1 of the Code.

§1.242-1 Deduction for partially tax-
exempt interest.

A corporation is allowed a deduction
under section 242(a) in an amount equal
to certain interest received on obliga-
tions of the United States, or an obli-
gation of corporations organized under
Acts of Congress which are instrumen-
talities of the United States. The inter-
est for which a deduction shall be al-
lowed is interest which is included in
gross income and which is exempt from
normal tax under the act, as amended
and supplemented, which authorized
the issuance of the obligations. The de-
duction allowed by section 242(a) is al-
lowed only for the purpose of com-
puting normal tax, and therefore, no
deduction is allowed for such interest
in the computation of any surtax im-
posed by Subtitle A of the Internal
Revenue Code of 1954.

[T.D. 7100, 36 FR 5333, Mar. 20, 1971]

§1.243-1 Deduction for dividends re-
ceived by corporations.

(a)(1) A corporation is allowed a de-
duction under section 243 for dividends
received from a domestic corporation
which is subject to taxation under
Chapter 1 of the Internal Revenue Code
of 1954.

(2) Except as provided in section
243(c) and in section 246, the deduction
is:
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